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and Community Development Act of
1974, as amended:

(1) Support services provided under
section 105(a)(23) of the Housing and
Community Development Act of 1974,
as amended, and paragraph (c) of this
section;

(2) Services carried out under the
provisions of section 105(a)(15) of the
Housing and Community Development
Act of 1974, as amended, that are spe-
cifically designed to increase economic
opportunities through job training and
placement and other employment sup-
port services, including, but not lim-
ited to, peer support programs, coun-
seling, child care, transportation, and
other similar services; and

(3) Services of any type carried out
under the provisions of section
105(a)(15) of the Act, pursuant to a
strategy approved by a State under the
provisions of § 91.315(e)(2) of this title.

(e) Guidelines and objectives for evalu-
ating project costs and financial require-
ments—(1) Applicability. The following
guidelines, also referred to as the un-
derwriting guidelines, are provided to
assist the recipient to evaluate and se-
lect activities to be carried out for eco-
nomic development purposes. Specifi-
cally, these guidelines are applicable to
activities that are eligible for CDBG
assistance under section 105(a)(17) of
the Act, economic development activi-
ties eligible under section 105(a)(14) of
the Act, and activities that are part of
a community economic development
project eligible under section 105(a)(15)
of the Act. The use of the underwriting
guidelines published by HUD is not
mandatory. However, states electing
not to use these guidelines would be ex-
pected to ensure that the state or units
of general local government conduct
basic financial underwriting prior to
the provision of CDBG financial assist-
ance to a for-profit business.

(2) Objectives. The underwriting
guidelines are designed to provide the
recipient with a framework for finan-
cially underwriting and selecting
CDBG-assisted economic development
projects which are financially viable
and will make the most effective use of
the CDBG funds. Where appropriate,
HUD’s underwriting guidelines recog-
nize that different levels of review are
appropriate to take into account dif-

ferences in the size and scope of a pro-
posed project, and in the case of a
microenterprise or other small busi-
ness to take into account the dif-
ferences in the capacity and level of so-
phistication among businesses of dif-
fering sizes. Recipients are encouraged,
when they develop their own programs
and underwriting criteria, to also take
these factors into account. These un-
derwriting guidelines are published as
appendix A to this part. The objectives
of the underwriting guidelines are to
ensure:

(i) That project costs are reasonable;
(ii) That all sources of project financ-

ing are committed;
(iii) That to the extent practicable,

CDBG funds are not substituted for
non-Federal financial support;

(iv) That the project is financially
feasible;

(v) That to the extent practicable,
the return on the owner’s equity in-
vestment will not be unreasonably
high; and

(vi) That to the extent practicable,
CDBG funds are disbursed on a pro rata
basis with other finances provided to
the project.

(f) Standards for evaluating public ben-
efit—(1) Purpose and applicability. The
grantee is responsible for making sure
that at least a minimum level of public
benefit is obtained from the expendi-
ture of CDBG funds under the cat-
egories of eligibility governed by these
standards. The standards set forth
below identify the types of public ben-
efit that will be recognized for this pur-
pose and the minimum level of each
that must be obtained for the amount
of CDBG funds used. These standards
are applicable to activities that are eli-
gible for CDBG assistance under sec-
tion 105(a)(17) of the Act, economic de-
velopment activities eligible under sec-
tion 105(a)(14) of the Act, and activities
that are part of a community economic
development project eligible under sec-
tion 105(a)(15) of the Act. Certain pub-
lic facilities and improvements eligible
under section 105(a)(2) of the Act,
which are undertaken for economic de-
velopment purposes, are also subject to
these standards, as specified in
§ 570.483(b)(4)(vi)(F)(2). Unlike the

VerDate 26<APR>2000 09:30 Apr 27, 2000 Jkt 190075 PO 00000 Frm 00109 Fmt 8010 Sfmt 8010 Y:\SGML\190075T.XXX pfrm08 PsN: 190075T


